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The 308th Annual General Meeting of Shareholders wishing annual reports of 
Shareholders willbe held atthe Winnipeg | Hudson's Bay Oil and Gas Company 
Inn, Winnipeg, Manitoba, on May 20, Limited, Siebens Oil & Gas Ltd., and/or 
1977 at 12:00 noon. Markborough Properties Limited, are 


invited to write to The Secretary, 
Hudson’s Bay Company, 

2 Bloor Street East, 

Toronto, Ontario M4W 3H7. 


On peut obtenir ce rapport annuel en 
frangais sur demande. 
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Directors’ Report to 
Shareholders 


It is a pleasure to report that your Com- 
pany achieved increased earnings in 
1976, a year which will be remembered 
as a difficult one for the merchandising 
industry in Canada. Earnings were up 
12.8% to $24,810,000 from $22,004,000 
in 1975. Sales and revenue increased 
by 13.4% to $1,348,939,000 from 
$1,189,330,000 the year before. 


Conditions were very different in each 
of our three areas of activity, and oper- 
ating profits reflected this variance. 
Investments in real estate and natural 
resources produced sharply higher re- 
sults while merchandising, our principal 
area of activity, was ahead by 5.5%. 


Increased land sales contributed to 
improved profit from real estate. Higher 
prices for crude oil and natural gas had 
a favourable impact on natural resource 
results. In merchandising, retail profits 
would have shown an improvement, 
despite a deceleration of sales growth, 
but for the very disappointing results 
from the Shop-Rite Catalogue Stores 
division; wholesale profits continued 
their satisfactory trend; fur prices were 
exceptionally buoyant and profits 
reached an all time high. Further infor- 
mation on each of these areas of activity 
will be found on the following pages. 


Finance costs were up 24.5%, mainly 
because of higher borrowings. The 
average borrowing rate was 8.6%, com- 
pared with 7.9% in 1975. 


Cash flow from operations increased 
11% to $47,997,000, and a further 
$61,464,000 was obtained from long 
term debt. 


Capital expenditures increased by 
17.9% to $38,703,000, split almost 
equally between merchandising and 
real estate projects. Working capital in- 
creased during the year by $18,608,000. 
Other major uses of funds included 
dividend payments of $8,391,000, repay- 
ment of long term debt of $9,905,000, 
purchases of land and an increase in 
secured receivables aggregating 
$36,153,000. 


The Board has declared a semi-annual 
dividend of 322 ¢ per share payable on 
April 29, 1977 to shareholders of record 
on March 25, 1977. This is an increase 
of 2Y2¢ per share over the semi-annual 
dividends paid in 1976. 


Most shareholders are aware that the 
Company has been investing heavily in 
retail facilities in ten major Canadian 
cities in the 1970's in order to improve 
its market position and profitability. 
Major new retail investments are slow 
in maturing, and attractive returns are 
not achieved overnight. However, we 
are pleased to report progress in this 
direction in many of the new stores 
opened in the early part of the decade. 


The Company is gratified that inflation 
in Canada, as represented by the annual 
increase in the Consumer Price Index, 
declined from 9.1% in February 1976 to 
6.7% in February 1977. Credit for this 
must surely go in part to the Anti-Inflation 
Program. It is to be hoped that, when the 
time comes to de-control, it willbe ona 
phased basis, and that steps will be 
taken to prevent a resurgence of wage 
increases unrelated to productivity 
gains, and to control other factors that 
contribute to inflation. 


As are most Canadians, we are greatly 
concerned about the growing divisive- 
ness in Canada. Our involvement with 
this country extends over more than 300 
years and during that time we have wit- 
nessed and experienced great changes 
in our Company and this country. In con- 
sequence we have what might, perhaps, 
be best described as a long view of both 
Our Own and Canada’s history. As a 
Company we have survived and grown 
despite wars, both mercantile and mil- 
itary, and the most acute social and 
political crises. We do not doubt our 
ability to continue to survive, whatever 
the outcome of the present situation in 
Quebec and, for this reason, we are con- 
tinuing to invest in new retail and whole- 
sale facilities in Quebec. At the same 
time, we feel that we are a part of the 
fabric of this country — we were, after all, 
present at its birth — and we could not, 
with indifference, see that fabric torn. 
Therefore we will, aS a corporate citizen, 
seek opportunities to advocate and 
promote the cause of Canadian unity. 


We were pleased to welcome Marcel 
Bélanger of Quebec City to our Board in 
June. Mr. Bélanger is Immediate Past 
President of the Canadian Institute of 
Chartered Accountants, and a director 
of anumber of major Canadian 
companies. 


Management has been strengthened 
by the appointments of Peter W. Wood 
as Executive Vice President, and three 
new Vice Presidents. They are Louis 
J. Henry, Vice President, Furs; T. lain 
Ronald, Vice President, Finance; and 
Donald O. Wood, Vice President, 
Northern Stores and Wholesale. 


The achievements of the past year are 
due in large part to the dedication and 
hard work of Company personnel. We 
have over 20,000 competent, conscien- 
tious and enthusiastic employees work- 
ing at more than 300 locations, and they 
are truly the great strength of the Com- 
pany. The Board would like to record its 
appreciation to all of them. 


In 1977 capital expeditures are antic- 
ipated to be somewhat in excess of 
$50,000,000, with about 80% to be in- 
vested in merchandising facilities and 
the balance in real estate. 


This will not be an easy year for the 
Company. The outlook is favourable for 
increased earnings from natural re- 
sources. On the other hand, because 
of reduced land sales, profit from real 
estate will be below the level achieved in 
1976. In merchandising, we look fora 
continuation of last year’s trends, with 
consumer spending restrained by the 
Anti-Inflation Program and a sluggish 
economy, and with retailers attempting 
to retain their share of business by heavy 
promotion and competitive pricing. Much 
depends on the actions of the Govern- 
ment with respect to a personal tax cut 
and the ending of the controls Program. 
Company managementis, in our opinion, 
better prepared to cope with this difficult 
situation than it has ever been. 


On behalf of the Board 


G. T. RICHARDSON 


Governor 


D. S. McGIVERIN 


President 


March 11, 1977 


Merchandising 


The principal activities of the Company 
are in the merchandising sector, com- 
prising retail, wholesale, and fur opera- 
tions. Merchandising earnings before 
tax and interest were $48,830,000 in 
1976, up from $46,302,000 the previous 
year. 


Retail 


The quarterly rate of increase of retail 
sales declined throughout the year as 
the Anti-Inflation Program had a pro- 
gressively dampening effect on con- 
Sumer spending, especially when 
measured against an increasingly buoy- 
ant trend in the previous year. 


On aregional basis, sales were strong- 
est in Saskatchewan and Alberta, where 
the economy was healthy, and weakest 
in British Columbia, where natural re- 
source industries are struggling to 
recover from a prolonged recession. 


Our central merchandising programs, 
designed to improve profit margins 
and assist in the control of inventory, 
achieved some positive results. Unfor- 
tunately, heavy price competition largely 
negated the effectiveness of these pro- 
grams. In the face of the declining trend 
of consumer spending, vigorous and 
timely action was taken to reduce con- 
trollable expenses and bring inventories 
into balance. 


It was a disappointing year for the 
Shop-Rite Catalogue Stores division, 
which operates stores in Ontario, and 
accounts for less than 10% of the Com- 
pany’s retail business. Although sales 
increased at a greater rate than for the 
Company as a whole, overly optimistic 
sales targets were not achieved, with 
the result that merchandise inventories 
became unbalanced, and heavy mark- 
downs were necessary. One of the Com- 
pany’s most experienced and senior 
merchants has recently been appointed 
General Manager of this operation, and 


improved results are anticipated in 1977. 


For the first time since 1967, there 
were no major stores opened by the 
Company during the year. This was due 
to delays in securing municipal approv- 
als for some projects, and fewer prime 
retail sites becoming available. However, 
this is a temporary interruption in our 
development program, as seven stores 
are now under construction: at Chicou- 
timi, Quebec; New Liskeard and Ignace 
in Ontario; Brooks and Camrose in 
Alberta; and Cranbrook and Vancouver 
in British Columbia. These will open in 
1977, with the exception of the Van- 
couver store, which will open in 1978, 
as part of a major expansion of the Park 
Royal Shopping Centre. 


Modernization programs were under- 
taken during the year at the Eglinton 
Square and Cloverdale Mall stores in 
Toronto, and at Dawson Creek, B.C. 
Stores at Great Whale River, Quebec: 
and Pangnirtung and Fort Simpson, 
Northwest Territories, were rebuilt. In 
addition, seven smaller stores were 
increased in size. 


Restaurants operated by the Company 
in its large stores have, in recent years, 
proven to be popular with our customers. 
In 1976 three additional restaurant facil- 
ities were opened. The first is located in 
the lower level of the downtown store in 
Vancouver, adjacent to the new connec- 
tion under Granville Street to the Van- 
couver Centre development. The second 
is located in Scotia Square, a multi- 
storey Calgary office building, which is 
directly connected on three levels to our 
downtown store. The third is in the down- 
town store in Edmonton. 


The Company now operates 100 food 
service units (including restaurants, 
cafeterias and snack bars) in, or adjacent 
to, its stores across the country. 
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Wholesale 


The wholesale operation continued to 
grow in sales and earnings. Three new 
branches were opened, at Portneuf and 
St. Jér6me in Quebec, and at Bathurst 
New Brunswick. The Department now 
has 36 branches, all of which handle 
tobacco, confectionery, sporting goods, 
photographic supplies, small electricals, 
giftwares, and associated items. 


The department is built on the prin- 
ciple of fast and efficient service to the 
retail trade, thus allowing our customers 
to conserve working capital while pro- 
viding a high level of service to the 
consumer. 


Through 25 of the branches, tobacco 
and food are dispensed by approx- 
imately 5,000 Company owned vending 
machines. In this regard, the Company 
has announced the purchase, effective 
April 4, 1977, of the assets of Amco, a 
leading vending company. This pur- 
chase will more than double the number 
of Company owned vending machines, 
and will make Hudson’s Bay Wholesale 
one of the largest vending operations 
in Canada. 


Fur 


The great majority of the furs sold at the 
Company’s auction houses are mink and 
Persian lamb grown on farms and they, 
as well as all other furs, underwent a 
sharp increase in price in the autumn 

of 1975. The upward trend continued 
through 1976 and was followed by a 
further advance in price levels for most 
types of furs at the opening of the 
1976/77 selling season. These higher 
prices are the result of increased de- 
mand for furs for fashion, as well as for 
their utilitarian uses .It should be remem- 
bered that the level from which this 
advance began in 1975 was one where 
many mink ranchers were unable to 
cover rising costs of production, with 
some being forced out of business. 


As a result of higher price levels, the 
Company’s wholly-owned auction houses 
in Montreal and New York, together with 
Hudson’s Bay and Annings Limited of 
London (59% owned) achieved aggre- 
gate records in both sales and profits. 
The Company’s collection of wild furs 
was up in volume and price. 


The modernization of the historic fur 
auction room at Beaver House in London 
was well received by the fur trade. 
Additional renovations to Beaver House 
facilities will be made this year. 
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The man who walks into a Bay store 
today is in for asurprise. Men are no 
longer second class fashion citizens, 
and men’s fashion is no longer con- 
sidered utilitarian. The ‘new’ man likes 
style and lots of it. The Bay has kept up 
with the changing scope and offers its 
customers a whole world of choice and 
shopping convenience. From top name 
designer suits and signature ties in our 
exclusive Hudson Room, to the upbeat 
casual atmosphere and selection in 
‘317’, our customer will find fashion at 
its best. 


Automobile Courtesy of The Craven Foundation Museum, 
Toronto 


Reflective of the new feel in our men’s 
wear areas is the presentation of men’s 
accessories, and the use of displays to 
focus on the shirts, pants, belts, ties, 
even jewellery that suggest the fashion- 
able ‘Bay man’. This innovative approach, 
plus our reputation for quality and cus- 
tomer satisfaction indicates our growing 
influence inthe men’s fashion market. 


Natural Resources 


Your Company has had an interest in 
the Western Canadian petroleum indus- 
try for more than half a century. We have 
made major investments, through con- 
tribution of both money and assets, In 
two companies which we believe have 
highly competent management. They are 
Hudson's Bay Oil and Gas Company 
Limited (H.B.O.G.), 21.2% owned, and 
Siebens Oil & Gas Ltd. (Siebens), 
34.8% owned. 

Earnings from natural resources were 
$10,480,000 in 1976, an increase of 
30.7%. These earnings comprise div- 
idends received from H.B.O.G., anda 
34.8% share of Siebens’ earnings, 
accounted for on an equity basis. 

Dividends received from H.B.O.G. 
were $5,732,000, up from $5,011,000 for 
the year before. H B C’s share of undis- 
tributed earnings for the year (which is 
not included in reported earnings of 
H B C) increased to $10,891 ,000 from 
$9,728,000 in the previous year. 

The Company’s share of net earnings 
of Siebens was $3,739,000 for the twelve 
months ended January 31, 1977, an in- 
crease of 57.2% over the previous year. 


Hudson’s Bay Oil and Gas 

In 1976 H.B.O.G. achieved further 
improvement in financial results with 
record levels of revenues, funds gener- 
ated from operations and net earnings. 
These financial gains resulted almost 
entirely from increases in well head 
prices as production volumes have been 
restrained by Government restrictions 
on exports, lack of sustained growth in 
domestic markets, and declining pro- 
ductivity ina number of older fields. 

Net earnings for 1976 were 
$78,675,000, or $4.15 per common 
share, an advance of 12.8% over the 
1975 earnings of $3.68 per common 
share. Funds generated from operations 
totalled $140,074,000 or $7.39 per 
common share, again of 16.6% over 
the prior year. 

Revenues from all sources before 
deducting royalties increased by 24.8% 
to $409,078,000. The upward trend in 
revenues is the direct result of price 
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New compression facilities at H.B.O.G.’s Edson Gas Plant. 


adjustments by the Federal Government 
on July 1, 1976. Although a growth in 
revenues of $81,296,000 was realized, 

it was severely eroded by royalties and 
taxes which increased by a total of 
$43,000,000. 

Production of crude oil and natural 
gas liquids declined by 10.2% to 70,033 
barrels per day. Sales of natural gas 
averaged 418 million cubic feet per day, 
virtually unchanged from the previous 
year. 

With substantial annual volumes of 
crude oil and natural gas being produced 
by the Company, it becomes progres- 
sively more difficult to maintain or in- 
crease total reserves and, in 1976, 
additions from drilling and development 
programs were insufficient to accom- 
plish this goal. At the year end, reserves 
were:— crude oil, 225 million barrels; 
natural gas liquids, 81 million barrels; 
and natural gas, 3,374 billion cubic feet. 

Expenditures for exploration and 
capital investment programs in 1976 
totalled $105,011,000. 

An aggressive exploration and devel- 
opment program has been planned 
for 1977, calling for capital outlays and 
exploration expenses in the order of 
$130,000,000. 


Siebens 

Siebens reported continued growth in 
earnings and cash flow as a result of 
higher prices and increased production 
volumes. Net earnings increased to 
$10,646,000 ($1.16 per share) for the 
year ended October 31, 1976, compared 
with 54¢ per share for the previous year. 
Cash flow was up 79% to $16,117,000, 
or $1.75 ashare. Exploration and devel- 
opment expenditures amounted to 
$18,025,000 as Siebens became one of 
the more active drillers in Western 
Canada. 

The Beaufort Sea is currently amongst 
the most interesting exploratory areas In 
Canada and, of seven sites announced 
for 1977 drilling, four are located on or 
offsetting lands in which Siebens has 
interests. 

In June 1976 Siebens acquired 83% 
of Cavalier Energy Inc. for $8,669,000. 
The acquisition added to reserves and 
land holdings, and enabled Siebens to 
assume ownership of nine gas plants 
in Alberta. 

An active exploration and develop- 
ment program will continue in the cur- 
rent year. Siebens estimates that cash 
flow and earnings for 1977 will both 
increase by approximately 30%. 


Real Estate 


Jur merchandising activities have re- 
jJuired us to develop extensive skills in 
he development and management of 
eal estate. It is considered appropriate 
o employ these real estate skills outside 
he merchandising area to the extent 

hat profitable opportunities and capital 
ire available. 

The Company's real estate interests 
apart from land and buildings used in 
nerchandising operations) consist prin- 
sipally of whole or partial ownership ina 
1umber of Shopping centres in Canada, 
ind of a64.3% interest in Markborough 
-roperties Limited (Markborough), a 
Jevelopment company. Earnings from 
hese real estate interests in 1976 before 
ax and interest amounted to $24,169,000 
-ompared with $15,589,000 in the 
yreViOUS year. 


Viarkborough 

=arnings of Markborough for the year 
snded October 31, 1976 improved to 
59,489,000 ($2.37 per share) from 
54,283,000 ($1.07 per share) in 1975. 
cash flow was $3.54 per share, up from 
51.70 per share the year before. 

The most important factor in the 
mprovement was the increased volume 
of land sales, $40,933,000, compared 
vith $16,925,000 in 1975, and an average 
»f $13,960,000 in the five year period 
1971/75. The majority of these sales 
vere in the Meadowvale development in 
Vlississauga, Ontario. Land sales tend 
o be uneven from year to year, coming 
n blocks as subdivisions are registered 
ind serviced. It is anticipated that the 
ast major holdings of land for residential 
ise in Meadowvale will be ready for 
egistration this year. It is likely that 900 
acres of land in Meadowvale north of 
Jighway 401 will be developed for com- 
nercial and industrial use rather than 
esidential use, with development ex- 
ended over a longer period of time than 
2arlier anticipated. 


A summer scene at Meadowvale. 


During the year Markborough pur- 
chased 1,100 acres for future develop- 
ment, including 460 acres in Cleveland, 
Ohio, and 550 acres in Calgary, Alberta. 
Both these major blocks will be devel- 
oped for residential use. 

Revenue from income properties was 
$8,720,000, up 12% from 1975. 

Although land sales are expected to 
be substantial in 1977, they will not be as 
high as the record level of 1976. Accord- 
ingly, earnings of Markborough will be 
below those of 1976 but are budgeted to 
be above those of 1975. 


Hudson’s Bay Company Real Estate 
Earnings from real estate holdings other 
than Markborough, represented prin- 
cipally by investments in shopping 
centres, continued to improve in 1976. 
Construction is nearing completion 
on two commercial buildings adjacent 
to our downtown stores. In Montreal we 
have a 100% interest in 2021 Union 
Avenue, Six floors of office space built 
over our existing parkade. In Winnipeg 
we own a 33¥3 % interest in Rupertsland 
Square, a 17-floor office and retail com- 
plex. During the year, the Company 
exercised an option to acquire a 25% 
interest in the site located between 


Rupertsland Square and the Winnipeg 
Convention Centre. Development of this 
site willenable completion of an elevated 
pedestrian link from the Convention 
Centre, through Rupertsland Square to 
the downtown Bay store. 

A $5,000,000 modernization and en- 
closure program was completed at 
the 100% owned Cloverdale Mall centre 
in Toronto in 1976. Three shopping cen- 
tres in which the Company has equity 
interests will be opened in 1977, at 
Chicoutimi, Quebec, 25%; Cranbrook, 
B.C., 333 %; and Brooks, Alberta, 25%. 
This will bring to 14 the number of shop- 
ping centres wholly or partially owned. 

A summary of the Company's prin- 
cipal real estate holdings will be found 
on page 12 of this report. 
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Corporate Information 


Head Office 
Hudson's Bay House, 77 Main Street, 
Winnipeg, Manitoba R38C 2R1 


Principal Bankers 
Canadian Imperial Bank of Commerce 
Bank of Montreal 


Registrars and Transfer Agents 

The Royal Trust Company, Calgary, Montreal, 
Toronto, Vancouver and Winnipeg 

Williams & Glyn’s Registrars Limited, London 


Stock Exchange Listings 
London, Montreal, Toronto and Winnipeg 


Auditors 
Peat, Marwick, Mitchell & Co. 


Principal Subsidiary Companies 


(wholly-owned unless otherwise indicated) 


Incorporated in Canada 


Hudson's Bay Company Acceptance Limited 
Purchases accounts receivable 


Hudson's Bay Company Developments Limited 
Property owning company 


Hudson’s Bay Company Investments Limited 
Investment holding company 


Hudson’s Bay Company Properties Limited 
Property owning company 


Hudson’s Bay Company Properties (Quebec) Limited 
Property owning company 


Hudson’s Bay Company (Quebec) Limited 
Operating subsidiary in Quebec 


Hudson’s Bay Company Realty Limited 


Property owning company 


Markborough Properties Limited 
Property development company 
2,573,002 common shares (64.3%) 


Incorporated in the United States of America 


Hudson's Bay Company Fur Sales Incorporated 
Fur brokers 


Incorporated in England 


Hudson’s Bay and Annings Ltd. 


Fur brokers 


147,500 ordinary shares (59%) 


Beaver House Limited 
Property owning company 


Principal Investments 


Merchandising 
The G. W. Robinson Company, Limited 


Operates department stores in 
Hamilton-St. Catharines area 
108,178 common shares (27%) 


Natural Resources 


Hudson's Bay Oil and Gas Company Ltd. 


Petroleum exploration and production 
4,008,656 common shares (21.2%) 


Siebens Oil & Gas Ltd. 
Petroleum exploration and production 
3,203,000 shares (34.8%) 


Real Estate 


City Name Area (sq. ft.) Interest 

Shopping Centres 

Vancouver Champlain Mall 208,000 100 % 

Vancouver Richmond Centre 215,000 100 % 

Vernon Village Green Mall 311,000 25°) Yo 

Cranbrook Tamarack Shopping Centre 296,000 334276 
(under construction) 

Calgary Market Mall 689,000 20) 70 

Calgary Southcentre 678,000 100 % 

Edmonton Southgate 684,000 40 % 

Brooks Cassils Shopping Centre 111,000 25 mee 
(under construction) 

Lloydminster Lloydmall 108,000 100°) Ya 

Winnipeg Unicity Fashion Square 550,000 3343 % 

Toronto Cloverdale Mall 452,000 100% 

Toronto Fairview Shopping Centre 700,000 259 0 

Montreal Place Vertu 700,000 25 576 

Chicoutimi Place du Royaume 230,000 25 % 
Phase III (under construction) 

Office/ Commercial Buildings 

Winnipeg Hudson’s Bay House 111,000 100 % 

Winnipeg Rupertsland Square 248,000 33 V3 Yo 
(under construction) 

Montreal 2021 Union Avenue 151,000 100 % 
(under construction) 

London, England Beaver House 145,000 100 % 


Board 


George T. Richardson* # 

Winnipeg 

President, James Richardson & Sons, Limited 
Governor 


A. J. Macintosh, Q.C.* 
Toronto 

Partner, Blake, Cassels & Graydon 
Deputy Governor 


D.S. McGiverin* 
Toronto 
President 


P.W.Wood* 
Toronto 
Executive Vice President 


R.E. Sheen 
Toronto 
Vice President, Department Stores 


* Member of Executive Committee 
# Member of Audit Committee 


|. A. Barclay 

Vancouver 

Chairman of the Board, 

British Columbia Forest Products Limited 


M. Bélanger 
Quebec 
Partner, Bélanger, Dallaire, Gagnon & Associés 


Sir Eric Drake, C.B.E. 
London 
Company Director 


G.R. Hunter, M.B.E., Q.C.¢ 
Winnipeg 
Partner, Pitblado & Hoskin 


M. W. Jacomb* 
London 
Director, Kleinwort, Benson Limited 


Josette D. Leman 
Montreal 
Travel Consultant 


W. D.C. Mackenzie® 
Calgary 
President, W. D. C. Mackenzie Consultants Ltd. 


A. M. McGavin¢ 
Vancouver 

Chairman of the Board, 
McGavin Toastmaster Limited 


Dawn R. McKeag 
Winnipeg 
Company Director 


G. C. Hoyer Millar 
London 
Director, J. Sainsbury Ltd. 


J.H. Moore* 
London, Ontario 
Chairman & Chief Executive Officer, 
Brascan Limited 


J. Bartlett Morgan 
Montreal 
Honorary Chairman, The Morgan Trust Company 


The Rt. Hon. Lord Trend,P.c., G.C.B., C.V.O. 


Oxford, England 
Rector, Lincoln College 


Senior Management 


L. J. Henry 


Vice President, Furs 


M.H. Mackenzie 


Vice President, Personnel 


J.G. W. Mcintyre 


Vice President, Retail Development 


T. |. Ronald 


Vice President, Finance 


ID), O. Wood 


Vice President, Northern Stores & Wholesale 


A. R. Huband 


Secretary 


C.W. Evans 


General Manager, Department Stores 


Jee Ciuirch 
General Merchandise Manager, 
Department Stores 


A. A. Adamic 


General Manager, Western Region 
H. L. Spelliscy 

General Manager, Edmonton Region 
G. J. Kosich 

General Manager, Calgary Region 
D. K. McConnell 

General Manager, Central Region 
A. A. Guglielmin 

General Manager, Toronto Region 
J.B. Bustard 

General Manager, Ottawa Region 

P Daipe 

General Manager, Montreal Region 
D. G. Buckley 

General Manager, Shop-Rite Catalogue Stores 
Dera Pitts 


General Manager, Northern Stores Department 


G. A. Burrows 
General Manager, Wholesale Department 


A. Cleven 
Manager, Fur Sales Department, Montreal 


H. M. Dwan 
Managing Director, 
Hudson's Bay and Annings Limited 


W. F. Thompson 


Senior Vice President, 
Hudson's Bay Wine & Spirits Limited 
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Hudson’s Bay Company 


Consolidated Statement of Earnings 
Year Ended January 31, 1977 


This Year Last Year 
Sales and revenue (Note 2) $ $ 
Merchandising 
Retail meceiece Pelee Rul teeta ware ee aes eye 992,575,000 892,766,000 
WVITO LS SalORAYs Wet aie ae ee mrt ber meng POF 1pm 263,461,000 231,995,000 
PURE pO att setae BEN an ane ee ceed Mien Baht Ede Sa 26,987,000 21617 5,000 
1,283,023,000 1,145,939,000 
Real eStale trae tees a red eat Moe CROMER AIAG oh alee 55,436,000 35,37 1,000 
NabiraltresounrcesS as seven Lapeien, wire ind Mote to 10,480,000 8,020,000 
1,348,939,000 1,189,330,000 
Costs and expenses (Note 3) 
MERCRANCISITICMER es ire tiate Or Pwr hea ace 2, 1,234,193,000 1,099,637,000 
RealeStaleun yi. ah ee trees hr Sete bee os oN) 31,267,000 19,782,000 
iMESKESTONVIONG=CThWOC Diweeee in te ern el Ooh, 29,059,000 25,135,000 
NEGSHONnatelimMintCles tae hater te hy en 2 eo, 5,346,000 2,508,000 
1,299,865,000 1,147,062,000 
Earnings before income taxes and minority 
INtGTESE Oy) ey teen tees men Tek ee Pa wy iher ts fe 49,074,000 42,268,000 
Income taxes (Note 2) ...................... 21,184,000 18,548,000 
Net earnings before minority interest 27,890,000 23,720,000 
Minority'interests 28 tao oes te ee as aed 3,080,000 1,716,000 
Net Garnings:iost ree el es nde ye 24,810,000 22,004,000 
Earnings pershare............................... $1.77 $1.58 
Consolidated Statement of Retained Earnings 
Year Ended January 31, 1977 
This Year Last Year 
$ $ 
Retained earnings at beginning of year... 194,221,000 180,579,000 
Net Garnings ys5.% sesityacteas eo ae lua ett he eis ok 24,810,000 22,004,000 
Dividends: DaiG.7. uk ty eos eee (8,391,000) (8,362,000) 
Retained earnings atendofyear................ 210,640,000 194,221,000 


Hudson’s Bay Company 


Consolidated Balance Sheet 
January 31, 1977 


This Year Last Year 
Current assets $ $ 
Cash te teh 28k Qe ee ie ie ae 4,746,000 5,394,000 
Short-term securities at market value........ 6,646,000 8,028,000 
Accounts) receivable 74ius as eet ee ee 233,504,000 198,610,000 
Merchandise. inventories <0 ey ee eee eae 192,540,000 172,720,000 
Prepaid: expenses... (ecw eaten err ne ene 5,223,000 3,194,000 
442,659,000 387,946,000 
Land for sale and future development, at cost _. 100,533,000 78,285,000 
Secured receivables (Note 4) ................ 31,825,000 17,920,000 
Investments (Note 5) ........................ 
Hudson’s Bay Oil and Gas Company Limited ...... 10,095,000 10,095,000 
Ssiebens Oil Gas Lidis oe auseieeen ak ae ce ae 13,786,000 10,047,000 
One tech che a eek Ra Caner Ree ea 8,811,000 11,033,000 
32,692,000 31,175,000 
Fixed assets 
Land jal CoStcc-ac Ape A yt Leee eee eee ee ee 36,090,000 33,751,000 
Buildings: atiCOSt sire. a, i tesrute teeta ea ete ee ee 260,611,000 238,290,000 
Equipment and leasehold improvements, at cost . . 125,688,000 114,435,000 
422,389,000 386,476,000 
Less accumulated depreciation ssh)... ae an 119,758,000 107,597,000 
302,631,000 278,879,000 
Deferred charges.......................... 6,442,000 5,473,000 
Goodwill) =. c5) : hoe eae ie whch eee ee 22,217,000 22,217,000 
938,999,000 821,895,000 
On behalf of the Board: 


fT & 
Menge 4. Mhecklo Director 


(hag jones Director 


This Year Last Year 
Current liabilities $ $ 
Bank INGO DICGNESS. Pa cm rn tones AeA yieca atom. Le 44,069,000 27,851,000 
NOleSepaVabl er cys he wie SE anEN wie OR chee 22,497,000 3,067,000 
Accounts payable and accrued expenses ...... 123,460,000 123,440,000 
INCOME eXeS Da Viele wwretenew ees win hme nten ts ok 2,337,000 3,780,000 
Long-term debt due within one year........ 6,945,000 5,065,000 
199,308,000 163,203,000 
Long-term debt (Note 8) 
NIOMGACCSIS oc Oe ie ea WE tare mee oe 79,310,000 59,851,000 
Bonds, notes and debentures: 75 ey oe 339,771,000 307,671,000 
419,081,000 367,522,000 
Pensions: (Note 'G) sioner tae eee ese: Ve ee 2,460,000 2,968,000 
Deferred income taxes ..................... 43,706,000 33,887,000 
Minority interest in subsidiaries. .............. 20,022,000 17,973,000 
Shareholders’ equity 
Capital stock (Note 7) 
Ordinary shares without par value 
Authorized 20,000,000 shares 
Issued 14,095,593 shares 
(last year 13,984,893 shares) ................ 43,782,000 42 121.000 
Retained Carnie cate ier eee aes erbe gen ott... 210,640,000 194,221,000 
254,422,000 236,342,000 
938,999,000 821,895,000 
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Hudson’s Bay Company 


Consolidated Statement of Assets Employed 


January 31, 1977 


Merchandising 


INVENIOTIOSr ate bia | eee Deere 
Accounts receivable 
Accounts payable 
Other current assets, net 


Working capital (see below) 


Fixed assets 
Investments 
Other assets 


Pensions: : cee ke, ee beee chee 


Real estate 


Working capital deficiency (see below) 
Land for sale and future development 
Fixed assets and investments: 
Shopping centres 
Commercial 
Residential 
Secured receivables 


Other assets 


GOOGWIII ty beterks 4b ns a5 Sree 
Deferred income taxes 


Natural resources 


Hudson’s Bay Oil and Gas Company Limited 
Siebens Oil &Gasilitdys ees S/o ete eben ee ee 


Assets employed 


Provided from 


Bonds and debentures 
Morigages tate tis. eh eee 
Short-term borrowings, net (see below) 


Minority interest in subsidiaries 
Shareholders’ equity 
Capital stock 
Retained earnings 


This Year Last Year 
$ $ 
192,540,000 172,720,000 
224,729,000 188,875,000 
(113,096,000) (112,015,000) 
__ 6,468,000 9,200,000 
310,641,000 254,780,000 
200,947,000 195,232,000 
6,124,000 5,628,000 
10,708,000 9,761,000 
(2,460,000) (2,968,000) 
(20,103,000) (16,869,000) 
505,857,000 445, 564,000 
(425,000) (2,082,000) 
100,533,000 78,285,000 
41,332,000 30,959,000 
47,872,000 40,332,000 
15,167,000 17,760,000 
26,924,000 13,284, 000 
635,000 349,000 
22,217,000 22,217,000 
(23,603,000) (17,018,000) 
230,652,000 184 086,000 
10,095,000 10,095,000 
13,786,000 10,047,000 
23,881,000 20,142,000 
760,390,000 649,792,000 
339,771,000 307,671,000 
79,310,000 59,851,000 
66,865,000 27,955,000 
485,946,000 395,477,000 
20,022,000 17,973,000 
43,782,000 42,121,000 
210,640,000 194,221,000 
254,422,000 236,342,000 
760,390,000 649,792,000 


Working capital (deficiency)is shown before deduction of short-term borrowings, net—which comprises 
bank borrowings, short-term notes payable and current portion of long-term debt, less short-term 


securities. 


Hudson’s Bay Company 


Consolidated Statement of Changes in Financial Position 


Year Ended January 31, 1977 


Source of funds 


Net earnings before minority interest 
Items not affecting working capital 
Equity in undistributed earnings of affiliates 
ACR OMT VeCntules seis” eee ee e 
Depreciation and amortization... _.. 
Deferred income taxes # aes t)4. 04 e4s ©. 


Provided from operations ............. ae 
OihersinvestmMentSjptahar ee eae Geeks den 
roy ave pitsidaawalclend Gus et Ake Po 

ISSUCG ORSHaKeS: seta acer nueeee ete ek 


Use of funds 


Capital expenditures — merchandising ......... 
Capital expenditures—real estate ............ 

Land for sale and future development—net...... 
Repayment of long-term debt................. 
Increase in secured receivables ............... 
DIVIDES: seac cis ora ea eee Re Cyn ete eee Ary. Dome ee 
Deletred Changes ee a. sere eee ie eee ee sg 
OUAErINVESIMe NTS tre eat ee eee Beas Phin eta 
Other=—NSbLs Aes weed eee ae eter ee Ne eek eee 


Increase inworking capital. ................. 
Working capital at beginning of year... .—s—s—s—sistiés 
Working capital atendofyear....._............. 


Changes in components of working capital 


Reduction (increase) in net short-term borrowings 
ANGCOUNTSSFECEIVaDIOn aur eet tere Ui ko anita 
Merchandise inventories .3./).2..<5.0 2.203: 
Accounts payable andother, 27...) i245... 


This Year Last Year 
$ $ 
27,890,000 23,720,000 

(5,346,000) (2,712,000) 
15,634,000 13,982,000 
a] 9,819,000 ‘ 8,094,000 
47,997,000 43,084,000 
3,829,000 — 
61,464,000 35,000,000 
1,661,000 750,000 
114,951,000 78,834,000 
19,295,000 24,699 000 
19,408,000 8,135,000 
22,248,000 1,926,000 
9,905,000 3,438,000 
13,905,000 DSHS O00 
8,391,000 8,362,000 
1,652,000 998 000 
_ 3,494,000 
1,539,000 595,000 
96,343,000 54 020,000 
18,608,000 24,814,000 
224,743,000 199,929, 000 
243,351,000 224,743,000 
(38,910,000) 39,882,000 
34,894,000 11,246,000 
19,820,000 10,012,000 
2,804,000 (36,326,000) 


18,608,000 


24,814,000 


at 
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Hudson’s Bay Company 
Notes to the Consolidated Financial Statements 
Year Ended January 31, 1977 


. Accounting policies 


Seo RS 


These consolidated financial statements are prepared in conformity with accounting 
principles generally accepted in Canada. The significant policies are summarized 
below: 

The consolidated financial statements include Hudson’s Bay Company and all its 
subsidiary companies. 

Under the equity accounting method the Company reflects in earnings its equity in the 
income of Siebens Oil & Gas Ltd. and joint ventures in which the Company has 
significant influence over operating and financial policies. The investments in these 
enterprises are recorded at cost plus the Company’s equity in their undistributed 
earnings since acquisition or formation. In accordance with recognized real estate 
industry practice the share of assets, liabilities, revenues and expenses of joint ven- 
tures of Markborough Properties Limited, a subsidiary company, are included in the 
consolidated financial statements on the proportionate line-by-line basis. Investments 
in other companies, including Hudson’s Bay Oil and Gas Company Limited, are 
accounted for at cost and dividends are reflected in earnings when received. 


c) The accounts of the U.S. and U.K. subsidiaries are translated into Canadian dollars at 


approximately the exchange rates prevailing at balance sheet dates. 


d) In accordance with recognized industry practice, merchandise accounts receivable 


classified as current assets include customer instalment accounts of which a portion 
will not become due within one year. 


e). Merchandise inventories are valued at the lower of cost and net realizable value with 


cost determined on a first-in, first-out basis. 


f) Interest and real estate taxes are capitalized to the extent that they relate to properties 


ts 


~— 


~~ 


~— 


which are either held for sale or development or are under construction. The 
amount so capitalized in the current year includes interest of $5,699,000 (last year 
$4,488,000). 

Buildings (other than income properties), equipment and leasehold improvements 
are depreciated, using the straight-line method, at rates which will fully depreciate 
the assets over their estimated useful lives. The depreciation rates applicable to the 
various Classes of assets are as follows: 

Btildings tnjuateents ey eens 2-1 D904), TFanSDOr nance.) eee? 12 - 20% 
Leasehold improvements .... 83-10% Other equipment........... 7 - 15% 
Buildings held for the purpose of producing rental income are depreciated on a 3% 
40-year sinking fund basis. Under this method the depreciation charged against 
earnings is an amount which increases annually and comprises a predetermined fixed 
sum and 3% compound interest, which together will fully depreciate each building 
over a 40-year period. 

Goodwill is the excess of cost over the fair value of net tangible assets on the pur- 
chase of the controlling interest in Markborough Properties Limited in 1973. 
Deferred charges principally comprise debenture discount and expense which is 
amortized on the straight-line basis over the terms of the issues to which it relates. The 
amortization is included with interest on long-term debt in the consolidated statement 
of earnings. 

Earnings per share calculations are based on the weighted average number of shares 
outstanding during the year. 


. Investment income 


Investment income, accounted for under the policy set out in note 1 b), is included in 
revenue. The Company’s equity in the pretax income of companies and joint ventures 
accounted for under the equity accounting method amounts to $7,777,000 (last year 
$5,409,000)and the related income taxes of $2,468,000 (last year $1,841,000) are 
included within the consolidated income tax charge. Dividends received from other 
companies amount to $5,804,000 (last year $5,090,000). 


. Depreciation 


Expenses include the following depreciation charged in accordance with the policy 
outlined in note 1 g): on merchandising assets $13,580,000 (last year $12,430,000); 
on real estate assets $1,370,000 (last year $1,051,000). 


4. 
a) 


b) 


2 


joy 
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Cc) 


6. 


7. 


Secured receivables 
Secured receivables include mortgages which arise principally from land transac- 
tions and loans outstanding under the employee share purchase plan. 


Secured receivables at January 31, 1977 bear interest at an average rate of 9.4% and 
mature as follows: 
$ 
Meaeending wagons rime (GC Genet mer ete, etal truly ae reek tg 6,144,000 
NOUS Aeros Meee Mt POS head Bee +, 233,/0,000 
iRejo Wie Aes beeen ene me ee ee Smeg haere 2,030,000 
[RSLS eae AOR ee ee On CR oe 809,000 
OOP er ee Tr fee wet SA Oe Ao Ciel area oe 846,000 
SUDSEGUENL (OanUany imal Ccm ess. eens eee. evan 7 arate Seren 4,764,000 
37,969,000 
Less amounts due within one year classified as accounts receivable... ; 6,144,000 
31,825,000 
Under certain conditions, the amounts due may be paid prior to maturity. ~ ——S™S 
. Investments 
Hudson’s Bay Oil and Gas Company Limited (H.B.O.G.) 


The investment in H.B.O.G., carried at cost, consists of 4,008,656 common shares of 
which 2,083,334 have been deposited with The Royal Trust Company under the terms 
of the Trust Deed of the Company's $100 million 6% exchangeable subordinated 
debentures. 


Per Share 
Investment: $ $ 
IATECOS Les) tue Decent aR eR eR ee te ee 1 ts RS Y 2 10,095,000 
At underlying H.B.O.G. book value December 31,1976.... 17.66 70,809,000 


At quoted market Toronto Stock Exchange January 31,1977 36.75 147,318,000 


The common shares of H.B.O.G. are held 53.1% by Continental Oil Company, 21.2% 
by the Company and 25.7% by 8,600 other shareholders. 

Siebens Oil & Gas Ltd. (Siebens) 

The investment in Siebens, accounted for under the equity accounting method, is 
3,203,000 shares, representing 34.8% of the total issued common shares of that 
company. The market quotation at January 31, 1977 on the Toronto Stock Exchange 
was $14.75 per share. 

Other 

Other investments include joint ventures accounted for under the equity accounting 
method. 


Pensions 

The unfunded actuarial liability for pensions, after taking into consideration pension 
benefit improvements made during the year, and net of related deferred income taxes, 
is $4,865,000 of which $2,460,000, principally for those who have retired, is carried 
as a provision on the balance sheet. The unfunded liability will be funded over the 
next 15 years. 


Capital stock Number of 

Common Shares $ 
BaanceranmeOnlahy sl. slor Oumar. chiaeea Ray eee 13,936,498 41,371,000 
Issued under employee share purchase plan...... 48,395 ___ 750,000 
Balance atwanuarycs t.<1 O76. 4 a yvaak tiers padi aah 13,984,893 42,121,000 
Issued under employee share purchase plan ...... 110,700 _ 1,661,000 
Balance ah January oi tO lie wae valee iyo « Be EO etahs se 43,782,000 
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8. Long-term debt This Year Last Year 
Secured on Property $ $ 
Hudson’s Bay Company Properties Limited 
594% first mortgage bonds series A due 1990 11,945,000 12,345,000 
7%2% first mortgage bonds series B due 1991 8,225,000 8,350,000 
112% first mortgage bonds series C due 1995 33,250,000 34,310,000 
Hudson's Bay Company Developments Limited 
Mortgages 7% average repayable by 
instalments tom OSG sere ee ee eee 2,571,000 2,947,000 
Hudson’s Bay Company Properties 
(Quebec) Limited 
Mortgages 8% average repayable by 
instalments: OMG Wey eee ee ee eae 2,909,000 = 
Markborough Properties Limited 
8Y2% sinking fund debentures due 1982 ..... 10,000,000 10,000,000 
Mortgages and obligations on land for future 
development 8.9% average repayable by 
instalments: tov OO tee ara eer ene 43,422,000 27,754,000 
Mortgages on income properties 8.5% average 
repayable by instalments to 2004 ......... 34,978,000 32,718,000 
147,300,000 128,424,000 
Secured on Accounts Receivable 
Hudson’s Bay Company Acceptance Limited 
6% debentures series Adue 1980........ 10,000,000 10,000,000 
534% debentures series B due 1983... ...... 10,000,000 10,000,000 
93% debentures series C due 1989........ 18,726,000 18,726,000 
834% debentures series D due 1991........ 20,000,000 20,000,000 
8% % debentures series Edue 1993........ 20,000,000 20,000,000 
10% % debentures series F due 1996........ 35,000,000 _ 
113,726,000 78,726,000 
Unsecured 
Hudson’s Bay Company 
934% series C notes due 1979............ 30,000,000 30,000,000 
1074.5 NOTES: GUG HOG twunet ae eee oe eee 35,000,000 35,000,000 
Hudson’s Bay Company (Quebec) Limited 
434% debentures due 1976 .............. — 437,000 
65,000,000 65,437,000 
Subordinated 
Hudson’s Bay Company 
6% exchangeable debentures due 1993, 
sinking fund commencing 1984 .......... 100,000,000 100,000,000 
426,026,000 372,587,000 
Bonds and debentures due within one year ....... (2,375,000) (1,497,000) 
Mortgage principal due within one year.......... (4,570,000) (3,568,000) 


419,081,000 367,522,000 


Maturities and sinking fund requirements during the five years ending January 31, 
1982 are as follows: 

1978—$ 6,945,000 1979—$ 7,718,000 1980—$38,469,000 
1981—$17,257,000 1982—$59,878,000 

The holders of the Hudson’s Bay Company Acceptance Limited 934% debentures 
series C will have the right to be prepaid in 1980. 

The holders of Hudson’s Bay Company 6% exchangeable subordinated debentures 
have the right to exchange such debentures for outstanding common shares of 


Hudson’s Bay Oil and Gas Company Limited at an exchange price of $48 per share 
at any time prior to maturity. 


a 


10. 
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Directors and officers 

In the current year aggregate remuneration of 18 directors, in their capacity as 
directors, was $100,000; aggregate remuneration of eight officers, in their capacity 
as officers, was $754,000; five of the officers were also directors. In addition, four 
officers, three of whom were also directors, received aggregate remuneration of 
$9,000 from Markborough Properties Limited in their capacity as directors of that 
subsidiary company. 

Loans due from officers of the Company at January 31, 1977, principally in respect of 
the share purchase plan, amounted to $561,000 (last year $479,000). 


Commitments 

Minimum annual rentals under major property leases amount to approximately 
$10,800,000 for which the remaining average term is 22 years. 

The Company has commitments, along with others, relating to its investments in 
certain shopping centre companies and joint ventures. These are: 

A commitment to meet certain obligations of two shopping centre companies in 
the event of their default in payment of long term mortgage bonds secured by the 
assets of these two companies. 

The guarantee, severally, of indebtedness of three real estate joint ventures. 
Markborough Properties Limited is contingently liable for obligations of its co-owners 
in unincorporated joint ventures. 


In the event that the Company or Markborough Properties Limited had to meet any of 
these commitments they would have a claim on the assets of the applicable develop- 
ment. The value of the assets of each development exceeds the related contingent 
commitment. 

Under an agreement to purchase additional convertible preferred shares of The G. W. 
Robinson Company, Limited, $1,362,000 will be due in 1978. After the purchase of 
these preferred shares and on their conversion by 1981 to common shares, the 
Company’s interest in The G. W. Robinson Company, Limited will be increased to 
49.9%. 


Federal anti-inflation legislation 

The Company and its Canadian subsidiaries are subject to, and management 
believes they have complied with, controls on prices, profits, compensation and 
dividends to shareholders under the Canadian Federal Government's anti-inflation 
program. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet and the consolidated statement of assets employed 
of Hudson’s Bay Company as at January 31, 1977 and the consolidated statements of earnings, retained 
earnings and changes in financial position for the year then ended. For Hudson’s Bay Company and 
for those other companies of which we are the auditors and which are consolidated or are accounted 
for by the equity method in these financial statements, our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. For Markborough Properties Limited which is consol- 
idated and for other companies accounted for by the equity method in these financial statements, we 
have relied on the reports of the auditors who have examined their financial statements for their 
respective latest fiscal years, and have obtained such other supporting evidence as we considered 
necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of Hudson's 
Bay Company as at January 31, 1977 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Winnipeg, Canada VSGIER Vag wed: [ater ¥ a 


March 4, 1977 


Chartered Accountants 
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Ten Year Consolidated Financial Summary 


1976 1975 
Results for year ($000’s) Sales and revenue 
Retail: cL Une) iG ae aie ay carne ee ae See 992,575 892,766 
Wholesales ste: 0). k 2 Eee OSs eres ees 263,461 231,995 
Putte oie eA fad |e Ra ati eda ON Se cea 26,987 Claro 
Merchandising: sc; viavats ceri () Soe ene ees eae 1,283,023 1,145,939 
Real estate cg re Ae Ua ene ck ot ee eee 55,436 ae tars dal 
Natural rOSOUICOS Ce ea beeen karan rien ae 10,480 8,020 
1,348,939 1,189,330 
Fur Consignment sales «avec pra entar ees acon 244,344 Lesher elay 
Source of earnings 
Retall) 040.06) iS. ike NOs ase tc eases a ee ae 34,922 34,868 
Wholesale 2.1.5 a eae ae eeu, Eee Se ake eels 7,622 6,897 
Furie Toc bik DAs Oar ee or eS 0 ce 6,286 4,537 
Merchandisings: 46 sense wean a ene ee 48,830 46,302 
Realsestate:s: ooh) Atie ale eee Leber tee ee eke 24,169 15,589 
Natural. resourGesia i Maes ek ie eb een Cee 10,480 8,020 
Interest on long-termydebi \.cem yar ate eee (29,059) (251.35) 
Net short-termiinteresti sac eee ere (5,346) (2,508) 
Earnings before income taxes and minority interest 49,074 42,268 
Incomestaxes. eoiiber sya ae nve. Ue Were Brawn a ore eas 21,184 18,548 
Net earnings before minority interest........... 27,890 23,720 
Minority:interest, |. senisie aleh eae enige eee ny ae 3,080 1,716 
N@b@arniingsis otis ten ponnea eet ames Rieter ae 24,810 22,004 
Dividendsetsi) t4 Uinta <: Ohba e: gerne Ott) eka 8,391 8,362 
Earmings:retained oe tg ear yh i beeen) ieee eee 16,419 13,642. 
Cash flOW. aR yO UN OCB oe ie Bau e cea rnan sees td eee 47,997 43,084 
Capital expenditures ic. bere s ene ee eee 38,703 32,834 
Deprectation?: tir. a a7 ate eene et eed ae eee eae 14,950 13,481 
Year end financial position ($000’s) Merchandising (08 itt ee suerte reer eee earns 505,857 445,564 
Real‘estater.). tiv Ses sje catrs res 6 ace ee on ee Se cnet 230,652 184,086 
NaturalweSOUCeS aa takul erent ie ee ett eee mentee 23,881 20,142 
ASSeiSemplOVCd Ati ona sagr et tp un ns ee ae 760,390 649,792 
Debt il cline nels Tie ee Pe ee te 485,946 395,477 
Minority tnteresta; h-o5° 8) /5 a ahs a ee ae ee ee 20,022 17,973 
Shareholders tequitys ya peaee ne cine eee 254,422 236,342 
Per share results (Dollars) Net earnings 2:06:00 et gi ee een ee ieee 1.77 1.58 
Dividends ‘hy. oye. a aa et cies nag Rene ens Sitat nee .60 .60 
shareholders: equity, ateeapamiesmy ay ape ene eee 18.05 16.90 
Including equity in undistributed earnings of HBOG 
Net earnings: .iaic ceeack Cokes eo ee ener ee 2.55 2.28 
ohareholders equity. 167 ya saan ie geeneceaen 22.36 20.46 
Shareholders and employees Numberofshareholdersi. tayr ties cece orca 21,861 22,806 
Shares outstanding (OO0lS) eae ates ens 14,096 13,985 
Range inshare price (Dollars)>: Sans. wasn a eee 20%-13%2 18%2-14% 
Numbet:ot employees 4 iii.) aay whee eee 20,000 20,000 


Note: Where appropriate, figures have been restated and non-recurring items have been excluded for the purpose of comparability. 
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1974 1973 1972 1971 1970 1969 1968 1967 
780,854 641,063 538,989 440,685 406,096 393,556 B77) 132 355,417 
190,875 153,456 126,414 111,612 102,788 91,312 84,043 78,735 

__ 22,304 21120 15,475 13,565 10,172 12,787 13,887 11,166 

994,033 815,709 680,878 565,862 519,056 497,655 475,662 445,318 
21,699 4,788 862 x is te eh e 

6,308 5,853 5,485 4,927 4,410 4,193 AP 4,185 

1,022,040 826,350 687,225 570,789 523,466 501,848 479,894 449,503 

175,661 167,250 131,666 109,238 81,723 92,258 110,214 90,803 

32,308 27,666 23,738 19,225 17,929 20,319 21,666 20,989 
5,808 4,051 3,316 8.137 2,668 2,361 2,650 2,482 
4,719 4,968 2,993 2,541 328 1.038 2,184 936 
42,835 36,685 30,047 24,903 20,925 DAA 26,500 24,407 
11,253 2,261 715 x = B Z E 
6,308 5,852 5,485 4,927 4,410 4,193 4,232 4,185 
(20,142) (11,784) (7,464) (6,907) (5,525) (3,503) (2,873) (2,158) 
(5,291) 254 (1,404) 188 (109) (614) (424) (840) 
34,963 33,268 27,379 23,111 19,701 23,789 27,435 25,594 
15,514 15,158 4725 9,798 8,729 10,832 Wey. 11,486 
19,449 18,110 15,654 13,313 10,972 12,957 14,703 14,108 
1,029 446 we a S = - 
18,420 17,664 15,654 13,313 10,972 12,957 14,703 14,108 
8,286 7,661 7,048 7,048 6,828 6,980 6,872 7,929 
10,134 10,003 8,606 6,265 4,144 5,977 7,831 6,179 
34,275 29,833 25,507 DOT 18,207 20,419 21,574 20,527 
43,665 56,907 27,282 17,849 11,124 14,039 10,995 15,814 
11,750 9,352 7,607 6,342 5,963 6,966 6,198 5,907 
451,201 378,913 308,929 Die Tr 246,665 235,013 200,430 191,819 
173.222 146,607 7,630 5,127 2,069 1,635 1,645 1,520 
17,763 16,305 10,095 10,095 10,095 10,095 10,095 10,095 
642,186 541,825 326,654 287,933 258,829 246,743 212,170 203,434 
403,618 315,356 130,219 100,478 78,696 69,871 41,613 41,978 
16,618 16,180 754 380 = — Pee wot 
221,950 210,289 195,681 187,075 180,133 176,872 170,557 161,456 
ag 1.29 1.16 98 81 96 1.08 1.04 
60 56 52 52 50 51 51 59 
15.93 15.23 14.44 13.80 13.29 13.05 12.58 11.91 
1.94 1.67 1.39 eke 96 1.09 1.19 ee 
18.81 17.51 16.38 15.13 14.43 14.04 13.44 12.66 
24,036 24,474 24,880 25,558 28,945 32,142 31,066 30,201 
13,936 13,809 13,553 13,553 13,553 13,553 13,553 13,553 
20-9% 223/415 21V%e—16 V2 20-14% 22-11 25V4—17 27 V4 1995/4 223/415 9/4 
20,000 18,000 17,000 16,000 15,000 15,000 15,U00 14,000 
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The Company — 
A Brief Description 


The company today 


Merchandising... More than 250 stores, 
ranging from Newfoundland to the Yukon 
and from the Arctic Islands to the United 
States border, serve the diversified 
needs of Canadians. The Bay is strongly 
represented in ten of Canada’s important 
cities and is the leading retailer through- 
out the Canadian North. Shop-Rite 
Catalogue stores are located in Ontario. 
The Wholesale Department distributes 
giftwares, confectionery and tobacco 
products through a network of branches 
located from coast to coast. The Com- 
pany’s famous blankets and spirits 
are sold throughout Canada and the 
United States. 

The Company maintains its traditional 
interest in fur with auction houses in 
Montreal, New York and London. 


Natural Resources... The Company's 
natural resource interests consist of 
equity investments in two Canadian 
petroleum companies. HUDSON’S BAY 
OIL AND GAS COMPANY LIMITED, 
21.2% owned, was formed in the 1920's 
as a joint venture between HBC and 
Continental Oil Company, and is today 
one of Canada’s leading exploration and 
production companies. Most of its cur- 
rent production of oil and natural gas is 
from the province of Alberta. Exploration 
rights are owned in Canada and many 
other countries. SIEBENS OIL & GAS 
LTD., 34.8% owned, is a Canadian com- 
pany whose emphasis at this stage of its 
development is on exploration. Siebens 
holds exploration rights in many areas 

of the world including western Canada, 
the Arctic Islands, the Atlantic Coast and 
the North Sea. Most of its current produc- 
tion is from royalty rights acquired in 
1973 from HBC. 
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Real Estate... The Company’s real 
estate interests consist principally of 
whole or partial ownership of shopping 
centres and commercial buildings in 
Canadian cities, ownership of Beaver 
House Limited in London, England, and 
of a64.3% interest in MARKBOROUGH 
PROPERTIES LIMITED. Markborough 
is a Canadian property development 
company with substantial holdings of 
residential, commercial and industrial 
properties located principally in the 
Toronto area. 


Personnel.../n its various activities, the 
Company employs over 20,000 people. 


History 


Incorporation... King Charles Il granted 
to 18 Adventurers a Charter incorporat- 
ing them as The Governor and Company 
of Adventurers of England Trading into 
Hudson's Bay on May 2, 1670. This 
followed the successful voyage of the 
ketch ‘‘Nonsuch,’’ with Des Groseilliers 
aboard, to Hudson Bay to trade for furs. 

In 1970, three hundred years after its . 
incorporation, the Company was con- 
tinued as a Canadian Corporation and 
the headquarters were transferred from 
the United Kingdom to Canada. 


Competition... During the first century 
of the Company's existence the men on 
the Bay established forts, traded with the 
Indians and were involved in wars with 
the French. 

As competition from the Montreal- - 
based North West Company increased 
in the 1770's, the Company moved into 
the interior and gradually built a network 
of routes and forts spread out over the 
north and west. The two rival companies 
amalgamated under the Hudson's Bay 
Company name in 1821. 


Deed of Surrender...In 1870, by Deed 
of Surrender, the Company’s chartered 
territory was formally transferred to the ~ 
Government of Canada in return for farm 
lands in the Prairie Provinces which were 
sold to settlers during the next 85 years. 
Following the Deed of Surrender the 
Company turned its attention to the 
retail trade which is now its most impor- 
tant activity. 
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DO NOT CU + Hudsons Bay Company 


INCORPORATED 2° MAY 1670 


NOTICE OF MEETING 


. The 307th ANNUAL GENERAL MEETING of The Governor and Company of Adventurers of England trading 


into Hudson's Bay will be held at the Winnipeg Inn, Winnipeg, Manitoba, on May 21, 1976, at 12:00 noon. 


. A Resolution will be proposed to appoint Messrs. Peat, Marwick, Mitchell & Co., Auditors, and authorize 


the Directors to fix their remuneration. (Resolution No. 1) 


. The following Directors were appointed during the year by the Board and now retire but, being eligible, 
are proposed for re-election as Members of the Board: 
Sir Eric Drake, c.s.e. (Resolution No. 2) 
Mr. G. C. Hoyer Millar (Resolution No. 3) 
. Directors retiring by rotation and proposed for re-election as Members of the Board are: 
Mrs. André Leman (Resolution No. 4) 
Mr. A. M. McGavin (Resolution No. 5) 
Mr. G. T. Richardson (Resolution No. 6) 
Mr. R. E. Sheen (Resolution No. 7) 
Mr. P. W. Wood (Resolution No. 8) 


. A Resolution will be proposed at the Meeting to approve and adopt the Directors’ Report and the Consoli- 


dated Financial Statements of the Company and its subsidiaries for the year ended January 31, 1976. 
(Resolution No. 9) 


. The meeting will also be held as a Special General Meeting for the purpose of considering and, if thought 


fit, sanctioning a by-law passed by the Directors on the 15th day of April, 1976, being a by-law authorizing 
an application for Supplementary Letters Patent amending the provisions of the Company's Charter relating 
to restrictions on the ownership and transfer of shares. (Resolution No. 10) 


. Each registered shareholder of record at the close of business May 12, 1976, will be entitled to vote 


at the meeting. 


HUDSON'S BAY HOUSE, By Order of the Board 
77 MAIN STREET, A. R. HUBAND 
WINNIPEG, MANITOBA R3C 2R1 Secretary 

April 28, 1976 


If it is not your intention to be present at the Meeting, please exercise your right to vote by signing and 
returning your form of proxy in the envelope enclosed herewith for that purpose 
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INFORMATION CIRCULAR 


SOLICITATION OF PROXIES 


This information circular is furnished in connection with the solicitation by the management of Hudson’s 
Bay Company of proxies to be used at the Annual! and Special General Meeting of the Company to be 
held at the time and place and for the purposes set forth in the accompanying Notice of Meeting. It is 
expected that the solicitation will be primarily by mail. The cost of solicitation by management will be borne 
by the Company. 


APPOINTMENT AND REVOCATION OF PROXIES 
The persons named in the enclosed form of proxy are Directors of the Company. 


A shareholder desiring to appoint some other person to represent him at the meeting may do so, either 
by inserting such other person’s name in the blank space provided in the form of proxy or by completing 
another proper form of proxy, and in either case, forwarding the completed proxy so as to arrive at the 
office of the Secretary or Registrar of the Company at least 48 hours before the meeting. 


A shareholder who has given a proxy may revoke it as to any Resolution on which a vote has not already 
been cast pursuant to its authority by instrument in writing executed by the shareholder or by his attorney 
authorized in writing or, if the shareholder is a corporaton, under its corporate seal or by an officer or 
attorney thereof duly authorized, and deposited either at the head office of the Company on or before 
the last business day preceding the day of the meeting or adjournment thereof at which the proxy is to 
be used, or with the Chairman of such meeting on the day of the meeting or adjournment thereof. 


EXERCISE OF DISCRETION BY PROXIES 


The persons named in the enclosed form of proxy will vote or withhold from voting the shares in respect 
of which they are appointed in accordance with the direction of the shareholders appointing them. 


In the absence of such direction, such shares will be voted for approval of the Directors’ report and financial 
statements; for the sanctioning of the by-law referred to in the Notice of Meeting; and for the election 
of Directors and appointment of Auditors as stated under those headings in this circular. 


The enclosed form of proxy confers discretionary authority on the persons named therein with respect 
to amendments or variations to matters identified in the Notice of Meeting, and with respect to other matters 
which may properly come before the meeting. At the time of printing this circular, the management of the 
Company knows of no such amendments, variations or other matters to come before the meeting. 


VOTING SHARES AND RECORD DATE 


As of the date of this circular the Company had outstanding 13,984,893 ordinary shares of no par value, 
each carrying the right to one vote. Each registered shareholder of record at the close of business May 12, 
1976, will be entitled to vote at the meeting. 


The Directors and Senior Officers of the Company do not know of any person or company beneficially 
owning, directly or indirectly, shares carrying more than 10% of the voting rights attached to all shares 
of the Company. 


SHARE TRANSFER RESTRICTIONS 


In the Supplemental Charter granted to your Company at Ottawa on May 29th, 1970 it was provided that 
the Directors could restrict transfers to persons or corporations not ordinarily resident or incorporated in 
Canada or in the United Kingdom if the total number of shares held by such non-residents were to exceed 
25% of the outstanding shares of the Company or result in a holding by a person or shareholder associated 
with him in excess of 10% of the outstanding shares. In addition, it was provided that if such holdings 
were exceeded, the voting rights attaching thereto would be restricted. The provisions applicable to the 
10% holdings have now expired. 


Because there are now a number of Canadian statutes, relating for example to the ownership and conduct 
of businesses and the acquisition of land, under which there are tax and other advantages for companies 
that can be classed as “eligible” or “Canadian”, your Directors are desirous of obtaining new share restric- 
tions to assist in achieving and maintaining such classifications when required. A by-law applying for 
Supplementary Letters Patent amending the aforesaid Charter is annexed hereto which provides that the 
total number of shares held by non-residents of Canada or non-Canadians be limited to 49% of the total 
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number of shares and those held by any one non-resident of Canada or non-Canadian be limited to10%. 
The proposed restrictions will not affect any known shareholdings and on the basis of present sharehoild- 
ings, the Directors believe that holders will neither lose any votes nor their right to sell to their compatriots. 


ELECTION OF DIRECTORS 


The Board consists of not less than 12 and not more than 22 Directors, including a Governor and Deputy 
Governor. One third of the Members of the Board, or if the number of Members of the Board is not a 
multiple of three, the number nearest to but not exceeding one third of their total number, shall retire 
by rotation in each year. 


Unless otherwise instructed the persons named in the enclosed proxy intend to vote for the election of 
the nominees whose names are set forth below, all of whom are now Members of the Board of Directors 
and have been since the dates indicated. Management does not contemplate that any of the nominees 
will be unable to serve as a Director, but if that should occur for any reason prior to the meeting, the 
persons named in the enclosed form of proxy reserve the right to vote for another nominee in their discretion. 
Each Director elected will hold office until retirement by rotation or otherwise in accordance with the 
Company’s Charter. 


a) There is set out below the name of each Director retiring by rotation and proposed for re-election as 
a Member of the Board at the said Annual and Special General Meeting. Also shown are all other positions 
and offices with the Company now held by him, his principal occupation or employment, the year in 
which he became a Director of the Company, and the approximate number of shares of the Company 
that he has advised is beneficially owned, directly or indirectly, by him as of the date hereof. 


Became a 
Director Shares 


MRS. ANDRE LEMAN, of Montreal, Quebec, is a travel consultant. 1973 25 
A. M. MCGAVIN, of Vancouver, British Columbia, is Chairman 

of the Board of McGavin Toastmaster Limited, manufacturers 

and distributors of bakery products 1969 2,000 
GEORGE T. RICHARDSON, of Winnipeg, Manitoba, is President of 

James Richardson & Sons, Limited, grain merchants, and 


Governor of the Company. 1968 18,950 
R. E. SHEEN, of Toronto, Ontario, is Vice-President, 

Department Stores, of the Company. 1964 1,170 
P. W. WOOD, of Toronto, Ontario, is Vice-President, Finance, 

of the Company. 1973 3,500 


b) The Board has the power to appoint any person to be a Member of the Board to fill a casual vacancy 
and any Member so appointed shall hold office only until the next following General Meeting and shall 
then be eligible for re-election. There is set out below the name of each Director who was appointed 
during the year by the Board and now retires but being eligible is proposed for re-election as a Member 
of the Board. Also shown are all other positions and offices with the Company now held by him, his 
principal occupation or employment, the year in which he became a Director of the Company and the 
approximate number of shares of the Company that he has advised is beneficially owned, directly or 
indirectly, by him as of the date hereof. 


SIR ERIC DRAKE, ce. of London, England, 


is a Company Director 1976 25 
G. C. HOYER MILLAR, of London, England, 
is a Director of J. Sainsbury Limited 1976 25 


CONTINUING DIRECTORS 


There is set out below the name of each Director not retiring by rotation and whose term of office as 
a Director will continue after the meeting, together with information as to all other positions and offices 
with the Company now held by him, his principal occupation or employment, the year in which he became 
a Director of the Company, the year in which he was last re-elected a Director of the Company and the 
approximate number of shares of the Company that he has advised is beneficially owned, directly or indirectly, 
by him as of the date hereof. 


Became a Last 
Director Re-elected Shares 


IAN A. BARCLAY, of Vancouver, British Columbia, is President of 
British Columbia Forest Products Limited. 1975 1975 500 
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Became a Last 


G. R. HUNTER, mee. ac. of Winnipeg, Manitoba, is a partner of oi ees Ete 
Pitbladg & Hoskin, barristers and solicitors. 1963 1974 200 
M. W. JACOMB, of London, England, is a Director of Kleinwort, 

Benson Limited, merchant bankers. 1971 1975 25 
A. J. MacINTOSH, ac. of Toronto, Ontario, is a partner of Blake, 

Cassels & Graydon, barristers and solicitors, and 

Deputy Governor of the Company. 1969 1974 500 
W. D. C. MACKENZIE, of Calgary, Alberta, is President of W. D. C. 

Mackenzie Consultants Ltd., petroleum consultants. 1972 1975 100 
D. S. MCGIVERIN, of Toronto, Ontario, is President of the Company. 1969 1974 21,900 
DAWN R. McKEAG, of Winnipeg, Manitoba, is a Company Director. 1975 1975 500 
J. H. MOORE, of London, Ontario, is President of Brascan Limited. 1971 1975 200 
J. BARTLETT MORGAN, of Montreal, Quebec, is Chairman of the Board 

of The Morgan Trust Company. 1960 1975 200 
THE RT. HON. LORD TREND, pc.,a.c.8.,c¢.v.0., of Oxford, England, is 

Rector of Lincoln College. 1973 1974 25 


REMUNERATION OF DIRECTORS AND OFFICERS 


Aggregate remuneration paid or payable by the Company to the Directors of the Company in their capacities 
as Directors in respect of the Company's fiscal year ended January 31, 1976, was $97,086. 


Aggregate remuneration paid or payable by the Company to the Officers of the Company in their capacities 
as Officers in respect of the Company's fiscal year ended January 31, 1976, was $752,625. 


In addition, four officers, three of whom were also directors, received aggregate remuneration of $9,000 from 
Markborough Properties Limited in their capacity as directors of that subsidiary company. 


The estimated aggregate cost to the Company in the fiscal year of the Company ended January 31, 1976, 
of all pension benefits proposed to be paid under any pension plan or plans in the event of retirement 
at normal age, directly or indirectly, by the Company to Directors and Officers of the Company was $65,428. 


Pursuant to any existing plan or arrangement, the maximum annual aggregate of future payments proposed 
to be made directly or indirectly, by the Company to its Directors and Officers, while employed by the 
Company, is $140,000. 


The maximum annual aggregate amount of deferred compensation benefits proposed to be paid to Directors 
and Officers following termination of their employment is $25,848. 


Loans with interest at the rate of 4% per annum have been granted to over 300 senior executives, including 
seven Officers or Directors, one of whom has retired, for the purpose of enabling them to purchase shares 
of the Company and to obtain housing accommodation. 


The largest aggregate indebtedness outstanding at any time since the beginning of the last completed 
financial year with respect to such Officers or Directors was $511,054, and the amount presently outstanding 
is $465,377. 


INTEREST IN MATERIAL TRANSACTIONS 


Under an agreement dated November 12, 1975, between Hudson's Bay Company and an underwriting group 
headed by Morgan & Cie International S.A.; Dominion Securities Harris & Partners Limited; Kleinwort, Benson 
Limited and Richardson Securities of Canada; Hudson’s Bay Company sold to the underwriters on Novem- 
ber 26, 1975, $35,000,000 principal amount of 10%% Notes, at an effective price of $98.75 of the principal 
amount, plus accrued interest from November 15, 1975, to the date of delivery. 


George T. Richardson, Governor of the Company, is a partner in Richardson Securities of Canada. 
M. W. Jacomb, a Director of the Company, is a Director of Kleinwort, Benson Limited. 


APPOINTMENT OF AUDITORS 


A Resolution will be proposed at the Annual and Special General Meeting to re-appoint Messrs. Peat, Marwick, 
Mitchell & Co. as Auditors of the Company, and to authorize the Directors to fix their remuneration. 


Dated as of April 16, 1976 
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Hudsons Bay Company 


BY-LAW 


(Being a By-Law authorizing an application for Supplementary Letters Patent 
amending the provisions of the Company’s Charter relating to restrictions 
on the ownership and transfer of shares.) 


1. The Company be and is hereby authorized to make application to the Minister of Consumer and Corporate Affairs for 
Supplementary Letters Patent amending the Supplemental Charter granted to the Company at Ottawa on the 29th day of 
May 1970 by rescinding Articles 9 to 13 inclusive thereof and substituting therefor the following Articles: 


9. (1) In this Article and in the succeeding Articles: 
(a) ‘corporation’ includes an association, partnership or other organization; 
(b) ‘‘non-resident'’ means: 
(i) an individual who is not ordinarily resident in Canada or a Canadian citizen; 
(ii) a corporation incorporated, formed or otherwise organized, elsewhere than in Canada; 


(iii) a corporation, wherever incorporated, of which the majority of the directors, or persons occupying the 
position of directors by whatever name called, are non-residents as defined in clause (i); 


(iv) a trust established by a non-resident as defined in this subparagraph (b) or a trust in which non-residents 
as so defined have more than 50% of the beneficial interest; or 


(v) a corporation, wherever incorporated, that is controlled, directly or indirectly, by one or more non-residents 
as defined in this subparagraph (b); 
(vi) the government of a foreign state or political subdivision thereof or any agency thereof and Her Majesty, 
or agent of Her Majesty, in any right other than in right of Canada or a province; 
(c) “resident’’ means a corporation, individual or trust that is not a non-resident: 


(d) '“‘Canadiao’’ means 

(i) a Canadian citizen, 

(ii) a partnership of which a majority of the members are Canadian citizens and in which interests representing 
in value more than fifty per cent of the total value of the partnership property are beneficially owned by 
Canadian citizens, 

(iii) a trust established by a Canadian citizen or a trust in which Canadians, as defined in this definition have 
more than fifty per cent of the beneficial interest, 

(iv) Her Majesty in right of Canada or a province, or 

(v) a body corporate 
(a) that is incorporated under the laws of Canada or a province, 

(b) of which the chairman or other presiding officer and at least a majority of the directors or other similar 
officers are Canadian citizens, and 

(c) of which, if it is a body corporate having share capital, more than fifty per cent of the shares or class 
of shares to which are attached voting rights exercisable under all circumstances are held by Canadian 
citizens or by corporations other than corporations controlled directly or indirectly by persons who 
are not Canadians within the meaning of this definition; 


(e) ‘‘non-Canadian"' means a corporation, individual or trust that is not a Canadian; 


(f) ‘register’? means any register or branch register of transfers of shares in the capital of the Company or any 
register of shareholders of the Company as the context permits or requires; and 


(g) shares held by or transferred to a nominee for the beneficial owner of such shares shall be deemed to be 
held by or transferred to, as the case may be, such beneficial owner, and in such case the word ‘'shareholder’’ 
includes such beneficial owner. 


(2) For the purposes of the succeeding Articles, where a share in the capital of the Company is held jointly and 
one or more of the joint holders thereof is a non-resident, the share is deemed to be held by a non-resident. 

(3) For the purposes of the succeeding Articles, a shareholder is deemed to be associated with another shareholder if: 
(a) one shareholder is a corporation of which the other shareholder is an officer or director; 
(b) one shareholder is a partnership of which the other shareholder is a partner; 
(c) one shareholder is a corporation that is controlled directly or indirectly by the other sharehoider; 


(d) both shareholders are corporations and one shareholder is controlled directly or indirectly by the same individual 
or corporation that controls directly or indirectly the other shareholder; 
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(@) both sharehoiders are members of a voting trust where the trust relates to shares of the Company; 
(f) both shareholders are associated within the meaning of subparagraphs (a) to (e) with the same shareholder; 
or 


(g) both shareholders are parties to an agreement or arrangement a purpose of which, in the opinion of the directors, 
is to require the said shareholders to act in concert with respect to their interests in the Company. 


(4) For the purposes of this Article a corporation shall be deemed to be controlled by another corporation, individual 


or trust if, in the opinion of the directors, it is in fact controlled by such other corporation, individual or trust 
whether through holding a majority of the shares thereof or other voting interest therein or by any other means 
whether of a like or a different character. 


10. Notwithstanding the provisions of the Act: 
(1) The directors shall not knowingly permit the entry in any register of a transfer of any share in the capital of the 


(2) 


(3) 


Company to a non-resident or non-Canadian if, after giving effect thereto, the total number of such shares held 
by non residents or non-Canadians will exceed 49% of the total number of issued and outstanding shares in the 
capital of the Company. 


The directors shall not knowingly permit the entry in any register of a transfer of any share in the capital of the 
Company to any non-resident or non-Canadian if, after giving effect thereto, the total number of such shares held 
by such non-resident or non-Canadian and by other shareholders associated with him will exceed 10% of the 
total number of issued and outstanding shares in the capital of the Company. 

The directors shall not knowingly allot, or allow the allotment of, any shares in the capital of the Company to 
any non-resident or non-Canadian in circumstances where, if the allotment to such person were a transfer of 
those shares, the entry thereof in a register would not be permitted under paragraph (1) or (2) of this Article. 


(4) Default in complying with the provisions of this Article does not affect the validity of a transfer or allotment of 


a share in the capital of the Company that has been entered in a register. 


11. Notwithstanding the provisions of the Act: 
(1) Where more than 49% of the outstanding shares in the capital of the Company are held by non-residents or 


(2) 


42) (4) 


(2 


(3 


(4 


ow 


) 


wm 


non-Canadians the voting rights exercisable in respect of all shares held by such non-residents or non-Canadians 
shall be proportionately reduced so that the total number of votes to which all non-resident or non-Canadian 
shareholders are entitled in respect of the shares held by them shall be 49% of the total number of votes to which 
all shareholders are entitled in respect of the shares held by them. 

Where more than 10% of the outstanding shares in the capital of the Company are held by a non-resident or non- 
Canadian shareholder or by associated non-resident or non-Canadian shareholders, none of the shares so heid 
in excess of 10% of the outstanding shares may be voted at any meeting of the Company, and where the shares 
so held are registered in the names of two or more associated sharehoiders the allocation among them of the 10% 
of the outstanding shares which may be voted shail, for any meeting of the Company, be as agreed by ail of such 
associated shareholders in a written instrument filed with the Company before the expiration of the time for the 
receipt of proxies for such meeting or, failing such agreement or such filing thereof, as the by-laws of the Company 
may from time to time provide or, failing any applicable by-laws, as the directors may in their absolute discretion 
determine, whether by rules made from time to time by the directors or otherwise. 


The directors may make such by-laws as they deem necessary to carry out the intent of the three preceding Articles 
and in particular, but without restricting the generality of the foregoing, the directors may make by-laws: 


(a) requiring any person holding any share of the capital of the Company to submit declarations: 
(i) with respect to the ownership of such share; 
(ii) with respect to the residence, nationality or citizenship of the shareholder: 
(iii) whether the shareholder is associated with any other shareholder; and 
(iv) with respect to such other matters as the directors may deem relevant for the purposes of the three preceding 
Articles; 
(b) prescribing the times at which and the manner in which any declarations required under subparagraph (a) 
are to be submitted; and 
(c) requiring any person desiring to have a transfer of a share to him entered in a register to submit such a 
declaration as may be required from a shareholder pursuant to this Article. 


The confirmation requirements of Section 95 of the Act shall not be applicable to any by-law passed by the directors 
pursuant to this Article. 


Where, pursuant to any by-law made under paragraph (1), any declaration is required to be submitted by any 
shareholder or other person in respect of any share, the directors may refuse to permit any vote to be cast in 
respect of such share, or any transfer of such share to be entered in the register, until the required declaration 
has been completed and submitted. 


In determining, for the purposes of the three preceding Articles, whether a person is a resident or a non-resident 
or a Canadian or non-Canadian, whether two or more shareholders are associated, by whom a corporation is 
controlled, or any other circumstances relevant to the performance of their duties under those Articles, the directors 
may rely on any statements made in any declaration submitted under this Article or rely upon their own Knowledge 
of the circumstances, and shall not be liable for anything done or omitted by them in good faith as a result of 
any conclusions made by them on the basis of any such statements or Knowledge. 


2. The directors and officers of the Company be and are hereby authorized and directed to do, sign and execute ail 
things, deeds and documents necessary or desirable for the due carrying out of the foregoing. 
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